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COMMUNITY  DEVELOPMENT  BLOCK 
GRANTS 

Proposed  Program  Management 
Regulations 

On  June  9,  1975,  the  Department  of 
Housing  and  Urban  Development  pub¬ 
lished  in  the  Federal  Register  (40  FR 
24692)  the  consolidated  rules  and  regu¬ 
lations  governing  the  community  de¬ 
velopment  block  grant  program.  Subpart 
J  of  24  CFR  Part  570  is  entitled  Pro¬ 
gram  Management  and  sets  forth  per¬ 
formance  standards  for  carrying  out  the 
block  grant  program,  reporting  and'  rec¬ 
ordkeeping  requirements,  the  basis  for 
HUD’S  review  of  recipient  performance, 
and  policies  and  procedures  for  applying 
sanctimis  and  other  remedies  for  non- 
compliance. 

Notice  is  hereby  given  that  HUD  pro¬ 
poses  to  amend  Subpmrt  J  of  24  CFR  Part 
570  to  incorporate  a  number  of  technical 
and  substantive  amendments. 

1.  Section  570.909  describes  the  Secre¬ 
tary’s  review  of  a  reclplent*k  annual  per¬ 
formance.  Paragnudi  (a)  Is  amended  to 
set  forth  the  objectives  oi  the  Secretary’s 
review  and  to  make  clear  that  the  review 
of  a  recipient’s  annual  perfannance  wUl 
serve  as  the  basis  for  sanctions  or  other 
corrective  or  remedial  actions  described 
in  S  570.913. 

2.  Paragraph  (b)  of  §  570.909  provides 
that  the  Secretary  will  review  the  per¬ 
formance  of  entitlem^t  recipients  at 
least  annually  and  the  performance  of 
discretionary  recipients  either  prior  to 
making  a  subsequent  discretionary  grant 
(HT  prior  to  making  final  pasmient  on  a 
grant. 

3.  Paragraph  (c) ,  of  9  570.909  Is  re- 
'vised  to  set  forth  the  basis,  or  factors  to 
be  considered.  In  the  Secretary’s  review. 

4.  Paragraphs  (d)  and  (e)  of  §  570.909 
represent  essratlally  new  material  not 
presently  included  In  the  regulations. 
Paragraph  (d)  governs  review  of  the 
Cmnmunlty  Development  Program  and 
paragraph  (e)  governs  review  of  the 
housing  assistance  plan. 

Section  104(d)  of  the  Housing  and 
C(Hnmunity  Development  Act  of  1974 
(42  U.S.C.  5301  et  seq.)  sets  forth  three 
determinations  to  be  made  by  the  Sec¬ 
retary  (also  Included  in  paragraph  (a) 
of  9  570.909) :  “whether  the  grantee  has 
carried  out  a  program  substantially  as 
described  in  its  application,  whether  that 
program  conformed  to  the  requirements 
of  this  title  and  other  applicable  laws, 
and  whether  the  applicant  has  a  contin¬ 
uing  capaciity  to  carry  out  in  a  timely 
manner  the  approved  Cmnmunity  De¬ 
velopment  Program.”  In  the  first  two  in¬ 
stances  the  word  “program”  is  in  lower 
case,  but  in  the  third  Instance  the  phrase 
“Community  Develcvment  Program”  is 
used. 
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Section  102(a)  (12)  of  the  Act  states 
that  “The  term  ‘Community  Develop¬ 
ment  Program’  means  a  program  de¬ 
scribed  in  section  104(a)(2),”  which  is 
the  program  of  activities  to  be  under¬ 
taken.  ’The  Act  does  not,  however,  deftoe 
the  term  “program.”  TTiese  regiilatlons 
therefore  provide  that  the  first  two  Sec¬ 
retarial  determinations  apply  to  both 
.the  Community  Development  Pi-ogram 
and  the  housing  assistance  plan,  but  that 
the  third  determination  regarding  a  re¬ 
cipient’s  continuing  capacity  applies 
only  to  the  Community  Development* 
Program. 

5.  Paragraph  (d)  of  9  570.909  describes 
hqw  the  Secretary  will  review  a  recipi¬ 
ent’s  performance  in  carrying  out  the 
approved  Commimity  Development  Pro¬ 
gram.  The  first  Secretarial  determina¬ 
tion — “w’hether  the  grantee  has  carried 
out  a  program  substantially  as  described 
in  its  application” — consists  of  two  parts: 
whether  the  recipient  has  made  substan¬ 
tial  progress  in  carrying  out  approved 
activities  and  whether  the  activities  un¬ 
dertaken  conform  substantially  to  the 
C(Mnmunity  Development  Program  de¬ 
scribed  in  the  application. 

’The  second  Secretarial  determination 
is  whether  the  program  conformed  to 
the  requirements  of  the  Act,  the  block 
grant  regulations,  and  other  applicable 
laws  and  regulations.  Four  different 
kinds  of  noncompliance  are  cited.  While 
the  examples  are  not  intended  to  cover 
the  spectrum  of  possible  noncompll- 
anoes,  they  arc  representative  of  typical 
noncompliances  that  may  arise. 

’The  third  Secretarial  determination 
regarding  a  recipient’s  continuing  capac¬ 
ity  to  carry  out  the  approved  Commu¬ 
nity  Development  Program  is  based  on 
the  foregoing  factors  of  substantial 
progress,  conformance  with  the  approved 
Community  Development  Program,  and 
compliance  with  applicable  laws  and  reg¬ 
ulations.  In  determining  whether  a 
recipient  lacks  a  continuing  capacity, 
particular  attention  will  be  given  to  ef¬ 
forts  of  the  recipient  to  accelerate  the 
progress  of  planned  activities  and/or  to 
prevent  the  recurrence  of  past  instances 
of  noncompliance. 

In  each  instance,  the  appropriate 
sanction  for  failure  to  meet  one  or  more 
of  the  review  standards  is  Identified. 

6.  Paragraph  (e)  of  9  570.909  describes 
how  the  Secretary  will  review  a  recipi¬ 
ent’s  performance  in  carrying  out  ^e 
HUD  approved  housing  assistance  plan 
(HAP).  In  the  case  of  the  HAP,  sub¬ 
stantial  progress  will  be  reviewed  in 
terms  of  achieving  the  goals  of  the  HAP; 
conformance  with  the  HAP  will  be  re¬ 
viewed  in  terms  of  the  type  of  housing 
to  be  assisted,  the  households  to  be  as¬ 
sisted,  and  the  general  locations  set 
forth  in  the  HAP,  and  compliance  will  be 
reviewed  in  terms  of  compliance  with  ap¬ 
plicable  laws  and  regulations.  In  making 
the  appropriate  determinations,  particu¬ 
lar  attention  will  be  directed  to  whether 
the  recipient  has  taken  those  actions 
within  its  control  to  carry  out  the  HAP. 


7.  Section  570.911  is  reviewed  to  ex¬ 
pand  the  sanctions  and  remedial  actions 
tiiat  HUD  may  take.  Paragraph  (a) 
states  that,  based  on  the  Secretary’s  re¬ 
view  of  a  recipient’s  annual  performance, 
the  annual  grant  may  be  adjusted  for  a 
succeeding  program  year,  ’The  amount  of 
adjustment  may  be  down  to  an  entitle¬ 
ment  amount  of  zero  for  a  succeeding 
program  year.  Also,  it  provides  that  a 
recipient  shall  have  the  right  to  an  in¬ 
formal  consultation  prior  to  a  reduction 
in  the  annual  grant. 

Paragraph  (b)  establishes  other  cor¬ 
rective  and  remedial  actions  that  may 
be  taken  at  any  time  as  a  result  of  a 
recipient’s  nonconformance  with  the  ap¬ 
proved  program  or  noncompliance  with 
the  Act,  these  regulations,  and  other  ap¬ 
plicable  laws  and  regulations. 

8.  Paragraph  <b)  of  9  570.913  is 
amended  by  adding  language  which  au¬ 
thorizes  the  Secretary  to  revoke  a  recipi¬ 
ent’s  letter  of  credit  in  whole  or  in  part, 
pending  further  proceedings  and  final 
action  imder  9  570.913. 

Additional  revisions  to  Subpart  J  in¬ 
volving  changes  to  9  570.900,  perform¬ 
ance  standards,  covering  equal  opportu¬ 
nity  and  relocation  will  be  Issued  in  the 
near  future. 

Interested  persons  are  invited  to  par¬ 
ticipate  in  the  making  of  the  final  rule 
by  submitting  written  comments  or  view's 
on  the  proposed  amendments.  Comments 
should  be  filed  with  the  Office  of  the 
Rules  Docket  Clerk,  Room  10141,  Depart¬ 
ment  of  Housing  and  Urban  Develop¬ 
ment,  451  Seventh  Street,  S.W.,  Wash¬ 
ington,  D.C.  20410.  All  relevant  materials 
received  on  or  before  December  16,  1976. 
will  be  considered  before  adoption  of 
final  rules.  Cc^iies  of  comments  will  be 
available  for  examination  during  busi¬ 
ness  hours  at  the  above  address.  In  con¬ 
nection  with  the  environmental  review 
of  the  prtHTOsed  amendments  to  Subpart 
J,  a  Finding  of  Inapplicability  has  been 
made  under  HUD  Handbook  1390.1,  (38 
FR  19182) .  A  copy  of  the  Finding  is  avail¬ 
able  for  inspection  in  the  Office  of  the 
Rules  Docket  Clerk,  at  the  above  address. 

It  is  hereby  certified  that  the  economic 
and  inflationary  impacts  of  these  pro¬ 
posed  regtilations  have  been  carefully 
evaluated  in  accordance  with  OMB  Cir¬ 
cular  No.  A-107. 

Authority.  Title  I  of  the  Housing  aiul 
Community  Development  Act  of  1974  ( 42 
UJ5.C.  5301  et  seq.),  and  Section  7(d>, 
Department  of  HUD  Act  (42  U.S.C.  3535 
(d)). 

In  considerati<xi  of  the  foregoing,  it 
is  proposed  to  amend  24  CFR  Pai-t  570, 
Subpaxt  J,  as  follows ; 

1.  Section  570.909  is  revised  to  read 
as  follows: 

§  570.909  So«T»‘larial  r<'vi«Mv  «>f  rt'rij*- 
ient'fe  perforiiianre. 

(a)  Objective.  Tlie  Secretary  will  re¬ 
view  each  recipient’s  performance  to  de¬ 
termine  irtiether: 

(1)  the  recipient  has  carried  out  a 
program  substantially  as  decribed  in  its 
aiH>lication  (see  paragraph  (d)(1), 
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((i)(2),  (eXl).  and  (e)(2)  of  this  sec¬ 
tion)  ; 

(2)  that  program  complied  with  the 
requirements  of  the  Act,  this  Part,  and 
other  applicable  laws  and  regulations 
(see  paragraphs  (d)  (3)  and  (e)  (3)  of 
thLs  section) ; 

(3)  the  recipient  has  a  continuing 
capacity  to  carry  out  in  a  timely  man¬ 
ner  the  approved  Community  Develop¬ 
ment  Program;  (see  paragraph  (d)  (4) 
of  this  section) ;  and 

(4)  sanctions  or  other  corrective  or 
remedial  actions  described  in  §  570.911 
are  appropriate  as  a  result  of  the  above 
determinations. 

(b)  Timing  pf  review.  The  Secretary’s 
review  of  each  entitlement  recipient’s 
performance  will  take  place  at  least  on 
an  annual  basis  and,  where  possible, 
prior  to  approval  of  the  succeeding  year’s 
entitlement  application.  The  Secretary’s 
review  of  a  discretionary  recipient’s  per¬ 
formance  will  take  place  prior  to  ap-  ' 
proval  of  a  subsequent  discretionary 
grant  to  the  same  recipient  and,  in  the 
case  of  other  discretionary  recipients, 
prior  to  making  Anal  payment  on  the 
grant. 

(c)  Basis  for  review.  In  reviewing  each 
recipient’s  annual  performance  the  Sec¬ 
retary  will  consider  all  available  evidence 
which  may  include,  but  need  not  be  lim¬ 
ited  to,  the  following: 

(1)  The  approved  block  grant  appli¬ 
cation  and  any  amendments  thereto; 

(2)  Reports  prepared  by  the  recipient 
Including  the  annual  performance  report 
described  in  §  570.906; 

(3)  Records  maintained  by  the  recip¬ 
ient  pursuant  to  §  570.907; 

(4)  Results  of  HUD’s  monitoring  of 
recipient  performance; 

(5)  Audit  reports  whether  conducted 
by  the  recipient  or  by  HUD  auditors; 

(6)  Records  of  drawdowns  on  the  let¬ 
ter  of  credit; 

(7)  Evidence  of  progress  in  the  pro¬ 
vision  of  housing  assistance  in  accord¬ 
ance  with  goals  in  the  housing  assistance 
plan; 

(8)  Records  of  complaints  or  litigation. 

(d)  Review  of  community  development 
program.  The  Secretary’s  review  ol  a  re¬ 
cipient’s  performance  in  carrying  out  the 
approved  Community  Development  Pro¬ 
gram  will  Include  the  following  factors; 

(1)  Substantial  progress.  HUD  will  re¬ 
view  a  recipient’s  progress  in  carrying  out 
approved  activities  and  will  take  into  ac¬ 
count  such  factors  as  expenditure  of 
funds,  obligation  of  funds,  award  of 
third  party  contracts,  and  other  meas¬ 
ures  of  progress.  While  HUD  will  not  es¬ 
tablish  arbitrary  numerical  or  percent¬ 
age  standards  for  measuring  progress, 
HUD  will  compare  a  recipient’s  progress 
with  that  of  other  recipients  of  c<Hnpa- 
rable  size  with  similar  activities  and 
grant  amoimts. 

(i)  If  a  recipient’s  progress  lags  sub¬ 
stantially  behind  that  of  other  similar  re¬ 
cipient’s,  further  reviews  may  be  con¬ 
ducted  to  determine  the  reasons  for  a 
lack  of  progress  and  the  recipient  may 
be  requested  to: 


(A)  Submit  additional  information 
concerning  the  administrative,  planning, 
budgeting,  management,  and  evaluation 
functions  of  the  recipient  to  determine 
the  reasons  for  ttie  lack  of  progress; 

(B)  Explain  any  actions  being  taken 
to  correct  or  remove  the  causes  for  de¬ 
lay,  including  any  factors  which  may  be 
beyond  the  control  of  the  recipient;  and 

(C)  Submit  progress  schedules  for 
completing  approved  activities. 

(ii)  If  a  recipient’s  progress  lags  sub¬ 
stantially  behind  that  of  other  recipients 
of  comparable  size  with  similar  activities 
and  grant  amounts  for  reasons  within  the 
control  of  the  recipient,  and  the  recipient 
has  not  taken  actions  to  correct  or  re¬ 
move  the  causes  for  delay,  the  Secretary 
may  make  an  appropriate  adjustment  in 
the  recipient’s  entitlement  grant  amount 
for  the  succeeding  program  year  as  pro¬ 
vided  in  S  570.911(a). 

(2)  Conformance  with  approved  pro¬ 
gram.  HUD  will  review  a  recipient’s  per¬ 
formance  to  determine  whether  the  ac¬ 
tivities  undertaken  during  the  period 
imder  review  conform  substantially  to 
the  Community  Development  Pro^am 
described  in  the  application,  including 
any  amendments  thereto  approved  by 
HUD  pursuant  to  §  570.305. 

(i)  The  review  may  include  whether 
any  activities  that  were  imdertaken 
which  were  not  included  in  the  approved 
Community  Development  Program,  or 
any  amendments  thereto,  are  eli^ble 
under  §  570.200,  conform  to  the  certifica¬ 
tion  under  §  570.303(e)  (6),  and  are 
within  amoimts  not  requiring  prior  HUD 
approval  pursuant  to  S  570.305. 

(ii)  HUD’s  review  of  activities  for  con¬ 
formance  with  the  approved  Community 
Development  Program  will  not  Include 
new  determinations  of  eligibUity,  except 
where  such  activities  deviate  substan-- 
tively  from  those  described  in  the  appli¬ 
cation. 

(iii)  If  HUD’s  review  indicates  that 
the  activities  imdertaken  by  the  recipi¬ 
ent  are  not  substantially  as  described  in 
the  application,  the  Secretary  may  take 
any  of  the  actions  authorized  in  §  570.911, 
as  appropriate  to  the  circumstances. 

(3)  Compliance.  HUD  will  review  a  re¬ 
cipient’s  performance  in  carrying  out  ap¬ 
proved  activities  to  determine  whether 
the  program  complied  with  the  require¬ 
ments  of  the  Act,  this  Part,  and  other  ap¬ 
plicable  laws  and  regulations.  Noncom¬ 
pliances  may  be  of  several  different  kinds 
and  include  the  following  examples: 

(i)  Denial  of  a  benefit  or  payment  to 
an  individual,  business  or  organization. 
Examples  of  this  type  of  noncompliance 
include  failure  to  pay  proper  wage  rates 
in  accordance  with  the  Davis-Bacon  Act, 
as  required  by  §  570.605,  or  failure  to 
make  proper  relocation  payments,  as  re¬ 
quired  by  §  570.602.  In  such  cases,  the  re¬ 
cipient  will  be  expected  to  correct  the  vio¬ 
lation  by  making  restitution  to  the  af¬ 
fected  party.  Failure  to  take  prompt  re¬ 
medial  action  will  result  in  either  an  ad¬ 
justment  in  the  entitlement  grant 
amount  for  the  succeeding  program  year 


or  a  condition  on  the  approval  of  the 
succeeding  program  year  application,  as 
provided  in  §  570.911. 

(ii)  Violations  which  can  be  corrected. 
An  example  of  this  type  of  nonccanpli- 
ance  is  where  a  recipient  has  requested 
a  release  of  funds  without  having  car¬ 
ried  out  the  procedural  requirements  of 
other  laws  and  regulations  applicable  to 
the  activity  to  be  undertaken.  In  such  a 
case,  the  recipient  will  be  expected  to  ini¬ 
tiate  the  actions  required  by  other  appli¬ 
cable  laws  and  regulations  prior  to  sub¬ 
mitting  a  new  request  for  a  release  of 
funds.  Another  example  is  where  .a  re¬ 
cipient  has  contracted  with  a  local  agen¬ 
cy  that  has  been  found  in  violation  of 
Title  VI  of  the  CivU  Rights  Act  of  1964. 
Failure  to  promptly  correct  the  violation 
may  result  in  one  of  the  actions  author¬ 
ized  in  §  570.911(b).  H  the  violation  is 
not  corrected  and  is  subsequently  repeat¬ 
ed  after  proper  notice  to  the  recipient, 
the  Secretary  will  either  adjust  the  en¬ 
titlement  grant  amoimt  for  the  succeed¬ 
ing  program  year  or  condition  the  ap¬ 
proval  of  the  succeeding  program  year 
application,  as  provided  in  §  570.911. 

(iii)  Violations  which  cannot  be  cor¬ 
rected.  An  example  of  this  tsrpe  of  non- 
compliance  is  the  donolition  of  a  struc¬ 
ture  without  meeting  ttie  environmental 
review  requirements  of  24  c:m  Part  58. 
In  such  a  case,  the  Secretary  may  take 
any  of  the  actions  set  forth  in  §  570.911, 
as  appropriate  to  the  circumstances. 

(iv)  Violations  affecting  the  program 
as  a  whole.  An  example  of  this  type  of 
noncompliance  is  the  failure  to  obtain  an 
audit  pursuant  to  §  570.509.  If  the  viola¬ 
tion  can  be  remedied  or  mitigated,  such 
as  by  promptly  obtaining  an  audit,  the 
recipient  will  be  expected  to  promptly 
take  such  an  action.  In  such  cases,  the 
Secretary  may  take  any  of  the  actions 
authorized  in  §  570.911,  as  appropriate  to 
the  circumstances. 

(4)  Continuing  capacity.  HUD  will 
review  a  recipient’s  performance  to  de¬ 
termine  whether  the  recipient  has  a  con¬ 
tinuing  capacity  to  carry  out  the  ap¬ 
proved  Community  Development  Pro¬ 
gram.  The  primary  factors  to  be  con¬ 
sidered  in  arriving  at  a  determination 
that  a  recipient  has  a  continuing  ca¬ 
pacity  are  those  described  in  paragraphs 
(d)  (1)  througn  (d)  (3)  of  this  section. 

(i)  If  the  Secretary  determines  that 
the  recipient  has  made  substantial  prog¬ 
ress  in  carrying  out  approved  activities, 
that  the  activities  undertaken  conformed 
substantially  to  the  Commimity  Develop¬ 
ment  Program  described  in  the  applica¬ 
tion,  and  that  the  program  was  carried 
out  in  compliance  with  the  Act,  this  Part, 
and  other  applicable  laws  and  regiila- 
tions,  the  recipient  will  be  considered  to 
have  a  continuing  capacity. 

(ii)  A  determination  that  a  recipient 
lacks  a  continuing  capacity  may  be  based 
on  any  single  one,  or  any  ccmibinatlon,  of 
the  factors  in  §  570.909(d)  (l)-(d)  (3). 
Particular  attention  will  be  given  to  ef¬ 
forts  of  the  recipient  to  accelerate  the 
progress  of  planned  activities  and/or  to 
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prevent  the  recurrence  of  past  instances 
of  nonconformance  with  the  Community 
Development  Program  or  noncompliance 
with  applicable  laws  and  regulations.  If 
the  Secretary  determines  that  a  recipient 
lacks  a  continuing  capacity  to  carry  out 
in  a  timely  manner  the  approved  Com¬ 
munity  Developanent  Program,  the 
Secretary  may  make  an  appropriate  ad¬ 
justment  in  the  entitlement  grant 
amoimt  for  the  succeeding  program  year 
as  provided  in  $  570.911(a). 

(e)  Review  of  Housing  Assistance 
Plan  (HAP).  The  Secretary’s  review  of  a 
recipient’s  performance  in  carrying  out 
tlto  HUD-approved  HAP  will  Include  an 
analysis  of  the  following  factors: 

(1)  Substantial  propress.  HUD  wfll  re¬ 
view  the  recipient’s  progress  in  achieving 
the  one-year  and  three-year  goals  for 
housing  assistance  contained  in  the  most 
recently  approved  HAP.  A  failure  to 
achieve  HAP  goals  may  be  affected  by 
factors  not  within  the  contixd  of  the  re¬ 
cipient.  However,  HUD  will  consider  the 
extent  to  which  actions  within  the  con¬ 
trol  of  the  recipient  have  been  tak^  to 
achieve  HAP  goals.  Such  actions  may 
Include: 

(1)  The  removal  of  Impediments  imder 
local  ordinances  and  land  use  require¬ 
ments  to  the  development  of  assisted 
housing; 

(ii)  Ihe  formation  of  a  local  housing 
authority  or  execution  of  an  agreement 
with  a  housing  authority  having  powers 
to  provide  assisted  bouiing  within  the 
Jurisdiction  of  the  anillcant,  when  nec¬ 
essary  to  carry  out  the  housing  assistance 
plan; 

(iii)  The  provision  of  sites  or  improve¬ 
ments  to  sites  for  assisted  housing  whm 
resources  are  available;  and 

(Iv)  Other  actions  appnniriate  for  im¬ 
plementation  of  the  housing  assistance 
plan. 

If  the  recipient  has  not  substantially 
achieved  its  HAP  goals,  or  has  not  taken 
those  actions  within  its  control  to  aehleve 
HAP  goals,  the  Secretary  may  make  an 
appropriate  adjustment  in  the  entitle¬ 
ment  grant  amoimt  for  a  succeeding  pro¬ 
gram  year,  as  authorized  in  S  570.911(a) . 

(2)  Conformance  with  HAP.  HUD  will 
review  a  recipient’s  performance  to  de¬ 
termine  whether  the  housing  assistance 
provided  conforms  to  the  type  of  housing 
to  be  assisted  (new  construction,  reha¬ 
bilitation  or  use  of  existing  housing) ,  the 
hoiiseholds  to  be  assisted,  and  the  gen¬ 
eral  locations  as  set  forth  in  the  HAP. 
This  review  shall  also  take  into  consid¬ 
eration  the  regulations  implementing 
Section  213  of  the  Act  as  set  forth  in  Part 
891  of  this  title.  If  the  housing  assist¬ 
ance  provided  does  not  conform  to  the 
approved  HAP.  the  Secretary  may  take 
any  of  the  actions  in  §  570.911,  as  appro¬ 
priate  to  the  circumstances. 


(3)  Compliance.  HUD  will  review  a 
recipient’s  performance  in  carrying  out 
its  HAP  to  determine  whether  the  hous¬ 
ing  assistance  provided  complied  with 
the  requirements  of  the  Act,  this  Part 
and  other  applicable  laws  and  regula¬ 
tions.  If  the  recipient’s  performance  is 
not  in  compliance  with  the  Act,  this  Part 
of  other  applicable  laws  or  regulations, 
the  Secretary  may  take  any  of  the  ac¬ 
tions  authorized  in  S  570.911  as  appropri¬ 
ate  to  the  circumstances. 

2.  Section  570.911  is  revised  to  read  as 
follows: 

§  570.911  Sam-lioiis  and  remedial  ac¬ 
tions. 

When  the  Secretary  determines  on  the 
basis  of  a  review  of  a  recipient’s  per¬ 
formance  under  i  570.909,  that  the  objec¬ 
tives  set  forth  in  §  570.909(a)  have  not 
been  met,  the  Secretary  will  take  one  or 
more  of  the  actions  authorized  in  this 
section.  In  each  instance,  the  action 
taken  wUl  be  designed  to,  first,  present 
a  continuance  of  the  deficiency  (lack  of 
performance,  nonconformance,  noncom¬ 
pliance,  lack  of  capacity) ;  second,  miti¬ 
gate  any  adverse  effects  or  consequences 
of  the  deficiency  to  the  extent  possible 
\mder  the  circiunstances;  and  third,  pre¬ 
vent  a  recurrence  of  the  same  or  similar 
deficiencies. 

(a)  Adjustment  of  annual  grant. 
When  the  Secretary  determines  on  the 
basis  of  a  review  of  an  entitlement  re¬ 
cipient’s  performance,  that  the  objectives 
set  forth  in  |  570.909(a)  have  not  been 
met,  the  Secretary  may  at  the  time  of  a 
succeeding  year’s  application,  take  any 
of  the  following  actions: 

(1)  If  the  Secretary  determines  that 
there  is  either  a  lack  of  substantial  pro¬ 
gress  piirsuant  to  S§  570.909  (d)  (1)  or 
(e)  (1),  or  a  lack  of  continuing  capacity 
pursuant  to  i  570.909(d)  (4) ,  the  Secre¬ 
tary  may  make  an  appropriate  adjust¬ 
ment  in  the  entitlement  grant  amoimt 
for  a  succeeding  program  year. 

(2)  If  the  Secretary  determines  that 
the  activities  undertaken  have  not  con¬ 
formed  to  the  approved  program  pur¬ 
suant  to  §§  570.909(d)(2)  or  (e)(2),  or 
that  the  recipient  has  not  complied  with 
the  Act,  this  Part,  or  other  applicable 
laws  or  regulations,  pursuant  to  S!  570.- 
909(d)(3)  or  (e)(3),  and  the  recipient 
has  failed  to  remedy  or  correct  the  non¬ 
conformance  or  noncompliance,  the  Sec¬ 
retary  may  either  make  an  appropriate 
adjustment  in  the  entitlement  grant 
amoimt  for  the  succeeding  program  year, 
or  condition  the  approval  of  the  succeed¬ 
ing  program  year,  or  condition  the  ap¬ 
proval  of  the  succeeding  program  year 
application  as  provided  in  §  570.306.  or 
both. 

(b)  Other  corrective  and  remedial  ac¬ 
tions.  Whenever  the  Secretary  deter¬ 
mines.  pursuant  to  a  review  of  a  recip¬ 


ient’s  performance  under  §  570.909,  that 
either  an  entitlement  recipient  or  a  dis¬ 
cretionary  recipient  has  undertaken  ac¬ 
tivities  that  did  not  conform  to  the  ap¬ 
proved  program  or  has  not  complied  with 
the  Act,  this  Part,  or  other  applicable 
laws  or  regulations,  the  Secretary  may, 
at  any  time  and  in  addition  to  the  sanc¬ 
tions  authorized  in  paragraph  (a)  of  this 
section,  take  any  of  the  following  actions: 

(1)  Issue  a  letter  of  warning  that  ad¬ 
vises  the  recipient  of  the  nonconform¬ 
ance  and  puts  the  recipient  on  notice 
that  more  serious  remedial  or  corrective 
actions  will  be  taken  if  the  noncompli¬ 
ance  is  repeated. 

(2)  Advise  the  recipient  that  a 
certification  will  no  longer  be  acceptable 
and  that  additional  Information  or  as¬ 
surances  will  be  required: 

(3)  Advise  the  recipient  to  suspend, 
discontinue  or  not  incur  costs  for  the  af- 
>fected  activity; 

(4)  Advise  the  recipient  to  reprogram 
funds  from  affected  activities  to  other 
eligible  activities; 

(5)  Advise  the  recipient  to  reimburse 
the  recipient’s  program  account  or  let¬ 
ter  of  credit  in  any  amounts  improperly 
expended; 

(6)  Change  the  method  of  payment  for 
a  succeeding  program  year  from  a  let¬ 
ter  of  credit  basis  to  a  reimbursement 
basis; 

(7)  Adjust  the  recipient’s  annual 
grant  by  up  to  the  amount  conditionally 
approved  pursuant  to  §  570.306(e)  where 
such  condition  or  conditions  have  not 
been  satisfied;  or 

(8)  Take  any  of  the  actions  called  for 
in  §§570.912  or  570.913. 

3.  In  §  570.913,  paragraph  (b)  is  re¬ 
vised  to  read  as  follows : 

§  370.913  Other  remedies  for  noneoin- 
pliance. 

•  «  «  •  * 

(b)  Secretarial  actions  on  payments. 
If  ^e  Secretary  finds  a  recipient  has 
failed  to  comply  substantially  with  any 
provision  of  this  Part,  he  may,  provided 
his  finding  of  failure  to  comply  is  made 
after  reasonable  notice  and  opportunity 
forbearing: 

(1)  Terminate  payments  to  the  recipi¬ 
ent;  or 

(2)  Reduce  pasunents  to  the  recipient 
by  an  amount  equal  to  the  amount  of 
such  payments  which  were  not  expended 
in  accordance  with  this  Part;  or 

(3)  Limit  the  availability  of  payments 
to  programs,  projects,  or  activities  not 
affected  by  such  failure  to  comply.  Pro¬ 
vided,  however,  that  the  Secretary  may 
<m  due  notice  revoke  the  recipient’s  let¬ 
ter  of  credit  in  whole  or  in  p^  at  any 
time  after  the  initial  finding  of  failure 
to  comply,  pending  such  hearing  and  a 
final  decision  of  the  Department,  to  the 
extent  the  Secretary  determines  such  ac- 
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tion  necessary  to  preclude  the  further  ex¬ 
penditure  of  funds  for  activities  affected 
by  such  failure  to  comply.  Diuring  such 
revocation,  the  recipient’s  method  of 
pasmnent  shall  be  changed  to  a  reimburse¬ 
ment  basis.  ' 

The  following  regulations  govern  the 
procedure  and  practice  requirements  in¬ 
volving  adjudications  where  the  Secre- 


PROPOSED  RULES 

tary  desires  to  take  action  requiring  rea¬ 
sonable  notice  and  opportimity  for  hear¬ 
ing.  The  regulations  in  this  Part  shall 
be  liberally  construed  to  secure  just,  ex¬ 
peditious,  and  efficient  determination  of 
the  issues  presented.  The  Administrative 
Procedure  Act  (5  U.S.C.  551  et  seq.)  where 
applicable  shall  be  a  guide  in  any  situa¬ 
tion  not  provided  for  or  controlled  by 
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this  subpart,  but  shall  be  liberally  con¬ 
strued  or  relaxed  when  necessary. 

*  •  *  •  • 
Dated:  November  9, 1976. 

.  Warren  H.  Butler, 
Acting  Assistant  Secretary  for 
Community  Planning  and  De¬ 
velopment. 
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